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THIS ISSUE 


AT THE SCOVILL MANUFACTUR- 
ING Company, employees have a privilege 
If a worker 
observes any condition in the plant that is 
having an ill effect upon himself, his fel- 


low workers, or the business itself, he has 


called “the right to challenge.” 


the right to point it out to the proper au- 
thority. 
The executives discuss the 


will then 


matter with the challenger. The company 
has fostered the practice for many years, 
and hundreds of employees have made use 
of the challenge principle with good effect 
all around. In his article (Page 122), 
John H. Goss, Vice-President of Scovill 
Manufacturing Company, describes the 
method and the industrial philosophy which 
it represents. 

WHEN THE PRESIDENT OF one 
company writes to the president of an- 
other concern asking for advice on a per- 
sonnel division, you can be sure that the 
second president’s reply is going to repre- 
sent almost the ultimate in wisdom and 
reality. In this PERSONNEL 
we are glad to present just such a letter. 
It’s from Thomas B. McCabe, President 
of the Scott Paper Company to a friend, 
the president of another concern, who 
asked for For personnel people 
it makes exciting and challenging reading. 
(Page 129). 


issue of 


advice. 


EARLY THIS SPRING, the Jewel Tea 
Company released a new type of publica- 
tion. It was a special report directed to 
the company’s customers and wage earners. 
Non-technical, readable, straightforwardly 
clear, it had quick success. An analysis 
of that publication was written for AMA 
by the Chief of the Publications Division 
of Jewel Tea; Miss Leona Powell of the 
AMA Research and Information Bureau 
prefaced Mr. Watkins’ article with a short 
statement of the prevailing trend in em- 
ployee literature which the Jewel 
report exemplifies. (Page 140). 

JUST HOW IS THE MARKET rate 
of wages determined for various occupa- 
tions? How can the individual company 
discover whether it is paying the market 
rate? In his article on page 147, Pro- 
fessor V. S. Karabasz points out some of 
the difficulties which managements meet 
when they try to answer these questions. 
What is needed, he points out, is consid- 
erable research on the part of companies 
individually and collectively. 

AN INNOVATION IN PERSONNEL 
is the book section beginning on Page 162. 
This feature will be continued in 
issues. 


Tea 


future 
In the present number two import- 
ant personnel books are reviewed by Milli- 
cent Pond of the Scovill Manufacturing 
Company and Kenneth Andersen of the 
United States Department of Commerce. 


The object of the publications of the American Management Association is to place before the 
members ideas which it is hoped may prove interesting and informative, but the Association does not 
stand sponsor for views expressed by authors in articles issued in or as its publications. 











THE EMPLOYEE'S CHALLENGE—A RIGHT AND AN 
OBLIGATION 


By JOHN H. GOSS 
Vice-President, Scovill Manufacturing Company 


In recent months many companies have been seeking to uncover the 
causes of dissatisfaction among workers and then trying to remove these 
causes. In this article Mr. Goss discusses this general subject, and 
describes how his company puts orders into effect and discovers the 
interpretation placed upon them by the employees. All this is presented 
in a philosophy that goes beyond the mere mechanics of a particular 
system and reaches into the heart of the relation between management 
and worker. 


N Y MESSAGE (in any formal sense) is so simple, that I should need 

less than the balance of this page to deliver it. But if I did furnish so 
succinct a statement, it would be likely to fail of its informative purpose. For 
any such statement tends to assume the characteristics of a formula: and a 
formula is in the nature of the case only a symbol 





a rule, a routine procedure. 
And no rule, no routine procedure, is an adequate “answer” to anything. 
So I shall venture to stretch out my discussion to cover considerably more 
than a page, with the succinct part of my statement given as a summary 
at the end. 

Why is there “dissatisfaction”? Why, for example, should there be 
any question as to the “interpretation” which workers may place on com- 
pany policies or orders? So far as that goes, why are company officials con- 
cerned about it, one way or the other? 

Of course, the obvious way to arrive at an answer to the first two ques- 
tions is (it’s not a new idea) to put yourself in the other fellow’s place. 
How would you react in the circumstances? And let me suggest right here 
that you can’t answer that question until you assure yourself of just what 
these “circumstances” are. One of the first duties of anybody is to take 
the trouble to know, so far as he can, what he is talking about, and I don’t 
think that company officials are exempted from that obligation. Well, if 
they do it, they may reasonably expect to find various things to disturb 
them—things they didn’t realize existed, things they find appearing in action 
very differently from what they anticipated when they originally put them 
in motion. And, finding this, they will be dissatisfied themselves—whether 
their workers are or not. And that, I think, is at bottom the answer to the 
third question in the paragraph above. It is part of the job of management 
to know how its policies and orders do actually operate. 


THREE INFLUENTIAL FACTORS 


ack of this question lie, as I see it, three influential factors, and im- 
portant ones, because they are so influential that they may be determining: 
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One is the general purpose or intention back of the order or policy 
adopted. 

Another is the character of policy or order drawn to realize the in- 
tention. 

And the third is the actual operation of the order so issued. 

I hope I do not appear to be undertaking to outline “the whole duty of 
man” in discussing, however briefly, these three points. My purpose in 
doing so is simply to present the point of view from which the policies of 
my company are drawn with respect to the employee relations issue which 
has been raised. 


(1) General Purpose 


The general purpose of plant employee relations policies is in no way 
different from that of all other plant policies. It is to effect efficient and 
economical operation of the plant business. Of all the many and various 
elements in this complicated problem, the “employee relations” element is one 
of the most important. It always has been, from the beginning of our organ- 
ized industrial life. If there has been any tendency to overlook this, it may 
be attributable to the growth in mechanization of productive processes, the 
necessary development of standardization as prerequisite for large scale pro- 
duction, the increasing size of our plant units and personnel, and the trend 
(which I consider unfortunate) toward absentee ownership and control. 

As a matter of fact, I am willing to support the statement that employee 
relations are and of right should be the most important single factor in the 
whole managerial problem; that is to say, for efficient and economical opera- 
tion, a plant must have a happy, hopeful, and cooperative personnel. There 
are, of course, a number of essentials for this, but the important thing is 
that no single one of them—wages, hours, or other conditions of employment 
—is of such predominant importance that the successful establishment of it 
alone will solve the problem. 

One’s philosophy of management must be broader than check accounting, 
or factory accounting, or any other factor of purely statistical evaluation. 
On the other hand, it should be the easier for just that reason. The problem 
is human, and in that field every executive should be able to avail himself 
of his birthright of sound experience and information. 


(2) Character of the Order 


What, then, of the character of policy or order which will effect our 
intention? Here, of course, the problem becomes difficult. We enter the field 
of difference, of disputation, of experiment, and of good and evil, of trial 
and error. But some cardinal points stand out. Of them all, I regard as 
holding first place this primary question, respecting any industrial policy and 
any factory order: What will be the human or emotional reaction among 
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the people who are affected by it? I never issue an order in the plant with- 
out first thinking over for quite a time what the probable reaction of the 
employees of one sort or another is going to be to that order. 

If you cannot get a program accepted, you cannot do anything with it 
and whatever work you have done in connection with it is thrown away. 
But if you compromise or modify to the extent necessary—not give the 
economist fully what he would like to have but give him only as much as 
he should have in the program—not give the scientist or technically trained 
man (in whatever field he may be) all that he wants, but what seems to be 
all the program will carry and be accepted—then you will probably receive 
reasonable acceptance of your program. This accomplished, you can start 
in to perfect it and in time give the economist and the scientist more of 
what they would like to see in the picture, but only to the extent that it 
will be acceptable. 

I think our government can profitably consider this. I think all social 
agencies and administrators should consider it. There are two lines of think- 
ing: one, let me call, the “economic,” and one the “social”; that is, one 
the impersonal generalization, and one the essentially personal application. 
Perhaps in the broadest summary, I may express one as the “rationalistic”’ 
and one the “emotional.” They are both necessary, but each must be qualified 
and tempered by the other. 

We use in the brass industry an expression which I think is apropos 
here. Phosphorus is in limited quantities used in many of our alloys to 
improve them, and we say about that phosphorus to the men who are using 
it, in order to impress them, “Phosphorus is a mighty good servant but it is 
a damn bad master!” And that is true. If you get too much of it in, every- 
thing goes haywire, all your alloys with it, and it takes a long time to read- 
just them. 





That is also true when we get too much religion, economics, science, etc., 
in our social programs. Church programs are prone to be too emotional to 
be acceptable. They are not practical ; they expect too much of human nature. 
On the other hand, the programs of the economist are likely to be not suffi- 
ciently emotional. The political economist (I prefer that old title) must 
be really a sociologist, because his proposals must be adapted to receive 
acceptance of the masses. Thus, political economy becomes practical eco- 
nomics. Religion must be practical ethics. These professions have been 
brought about, developed, and perfected by human effort, human desire, and 
human ambition. But they must try to deliver their programs not as masters 
but rather as servants of the social order. Such a method will be a masterly 
rather than a “masterful” application and development of programs that will 
operate for the benefit of mankind. 

Here, I think, I shall have the support not only of successful executives 
but of theoretical psychologists. A policy, a plant rule, is not a mechanism, 
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a foundation stone placed positively and definitely once for all. One cannot 
state it, say “that’s that,” and go off and forget it. A policy, a plant rule, is 
an approach to an objective; it is not the objective in itself. And every 
approach is in the nature of an effort of salesmanship. A good salesman 
must be a practical psychologist. He must, of course, also be honest. He 
does not tell his customer, “You want this.” He puts before his customer 
the considerations which will cause his customer to say “J want this.” It 
is the fundamental difference between the methods of democracy and dicta- 
torship, between peace and war. 

I am failing of my purpose if, in writing this, I am giving any sugges- 
tion of weak will, lack of positive authority, or vacillation in procedure. An 
administrator is a leader or he is nothing. And a leader sees clearly his end, 
plans generally the means to that end, and follows a program. In this, he 
may appear “hard boiled,” but in such case it will be found that “hard 
boiled” really describes his recognition of the necessities of a situation and his 
readiness to accept and deal with uncomfortable facts. But back of all that, 
there must be the “philosopher.” There must be the rounded and formu- 
lated basis of one’s thinking, to which one may ever go back, as a starting 
point for his approach to any problem which comes before him. With that, 
one may hope for reasonable consistency in his decisions and, so, for sub- 
stantial justice in his relations and gradual progress toward his objectives 
or ideals or whatever he pleases to call them. 


(3) Actual Operation of the Order 


In an earlier paragraph, I referred not only to the character of order 
adopted to realize a plant policy but also to “the actual operation of the 
order so issued.” Here may be the breaking point of the entire fabric of 
the managerial philosophy. The issuing of orders is easy. The drafting— 
that is, the shaping and forming of them—is not so easy. But insuring that 
they will be interpreted and administered by others, in the spirit and for the 
purpose intended, is by far the most difficult of all. The larger the enter- 
prise, the greater the difficulty. 

The difficulty arises out of two facts: first, the weakness of the medium 
of communication. We use the English language; no matter how carefully 
the senior executive may prepare what he has to say, or write, connected 
with orders that go out into the enterprise for interpretation and administra- 
tion by the junior executives, the weakness of language is such that he 
cannot be sure that those who read or hear what he has to say are going to 
understand it and carry on as he intended. 

Second, and worse than the first, there is the common human character- 
istic known as “the wish being father to the thought,” under the influence of 
which few of us can help trying through rationalization to make what we read 
or what we hear mean what we would like to have it mean. That is a great 
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danger. It is the cause of a vast amount of the labor trouble iti industry. 
When there is any option in the interpretation of an order by a junior ex- 
ecutive who has certain duties connected with that order, he is pretty sure 
not to elect an interpretation on the order that is going to hurt him. If he 
thinks it will, he goes to headquarters and gets an explanation. But if he 
puts an interpretation on it that may result in injury not to him but to some 
fellow down the line—the man out on a machine or at a bench in the factory— 
he is likely to be careless ; and je doesn’t know, often nobody knows except 
the man injured, what injury is done. 

How, then, can I find out when such injuries are done to the men out 
on the machine and at the bench in my plant through misinterpretation and, 
based thereon, maladministration of executive orders, programs and planning 
in the plant? It is the greatest worry I have as an executive, because all 
the orders in the plant are prepared by me and go out through my office. 
[ can discuss these matters with the junior executives and many of the senior 
executives below me in rank, but that penetrates about so deep and then its 
effect is lost. We can train a group of men competent to audit conditions 
in departments at random times unknown to the foremen or other executives, 
to see whether the regulations are being followed out. Thus, we pick up 
some of the errors, but only a small proportion. 


THE RIGHT TO CHALLENGE 


More than twenty years ago, realizing this, we instituted at our plant 
what we call the “right to challenge,” which accrues to any employee or any 
group of employees with respect to any condition in the plant that affects 
him and he thinks should be corrected, or that affects a fellow-workman, or 
that he doesn’t think is for the best interests of the business. The word chal- 
lenge is understood to be not in its militant sense but in its inspirational sense. 
It is a challenge to the executive to sit down across the table and discuss 
that particular case with the challenger, 

This plan has proved most effective in perfecting many of the professions, 
particularly in the medical and legal professions. It is known as the “case 
system” because you have definite cases called to attention at the time they 
arise, at the place they arise, and by the individuals affected. Why should not 
industrial management avail itself of a like opportunity to improve itself 
as a profession? 

By this method we have a process of training from the bottom up. 
Many hundreds of our employees have made those challenges. They have 
been very helpful. They are voluntary—but we call attention to the fact that 
this right to challenge involves also an obligation to make the challenge when 
the employee finds a situation which calls for it. 

When Section 7-A came into the picture under the National Industrial 
Recovery Act it made no difficulty for us because that was simply, from our 
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point of view, properly and appropriately interpreted, calling the attention 
of employees to the fact that they had the right to challenge. The difficulty 
throughout the country was that so many groups misinterpreted the situa- 
tion and made their challenges in a spirit not of obligation and cooperation 
but of militancy. And there—since we are living in a fine American world 
of red-blooded men—the fat pretty often fell into the fire. When the ap- 
proach was properly made I think there usually was a successful outcome. 
When the approach was made in the wrong spirit there was an unsuccessful 
outcome. 

We had success in our plant. At least two groups of our employees 
affiliated themselves with the Federation of Labor. We run a strictly open 
shop plant. We do not care who belongs to a union so long as he does not 
interfere, through propaganda or otherwise, with the efficiency of the plant 
during working hours. It is none of our business what he does outside. 
When I was approached by a letter from the International Vice-President of 
the unions in question it was a courteous approach. He wanted simply a 
chance to meet me on a certain day, at a certain time, with a committee of 
my employees, naming them, to tell me about certain conditions in the plant 
they thought I ought to know about. Of course, 1 met them and we got 
along tremendously well, and have ever since. I knew they could tell me 
“plenty,’—and they did. 


YOUTH AND AGE 


There is a physiological factor which enters into this picture. I am 
coming to realize it more and more. It is the matter of youth and age; 
youth and age not only as contrasted in management but as it develops in the 
plant. 

Management has become a technique, and I have endeavored to present 
in this article some of the exacting problems of that technique. They are 
problems that, up till now anyway, have found their solution in the years of 
experience which managerial officers have accumulated before arriving at 
their present responsibilities. An invaluable element in that experience has 
been the old contacts and friendships of the early days in the plant. I knew 
what my co-workers were thinking ; they knew what I was thinking. Always 
there could be a meeting of minds. But the years that carried the mana- 
gerial worker out of the old arena were taking those other fine fellows out 
of the arena too. It is almost appalling to think how few of them are left. 
And in their place—indeed, in our larger units of organization, replacing 
them three or five or ten for one—have come a new and younger group, 
with whom the managerial officer has only the rarest opportunity to estab- 
lish a relationship of anything like the old personal understanding. 

But, it is not merely the difference between youth and age. Rather, it 
is a question of proportion. I am impressed by the fact that conditions 
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wholly beyond industry itself are affecting this change. The span of life is 
notably increasing, not so much that people are living to be older but that 
many more people are living to be old. The trend is to recognize this ap- 
proach toward superannuation and to provide for it by release from indus- 
trial service. Very marked advances have been made, as we know, in recent 
months, but they are child’s play to what the problem will be in another 
decade or two. Meantime, the juniors are coming in, in continually greater 
proportion of the total, and the managing official finds himself to be more 
and more isolated, more and more lonely, in the sense of his old-time com- 
fort and security of personal contact. It seems to me that this also indicates 
the need of a new technique—of a new approach to the. problem of man- 
agement as an effective art. 


THE HERITAGE OF MANAGEMENT 


We hear a great deal about cycles of different things. We heard about 
a lot of them in the depression—business cycles, prosperity cycles, depression 
cycles ; statisticians of all kinds are busying themselves trying to determine the 
causes and the frequency. But the most important cycle of all is the cycle 
of life. It does not need any statistical research to determine that there is 
such a cycle, and that it has a very definite frequency. The fact is that ap- 
proximately every twenty-five years an entirely new group is at the helm of 
affairs; a new group of leaders has developed with, of course, their own 
ideas as to their responsibilities. 

The fortunate thing is that this cycle develops not by a revolutionary but 
by an evolutionary process. The influence of one generation may leave its 
impress upon its succeeding generation. After all, our best hope is to leave 
a favorable impress upon our successors. Lut this can only be accomplished 
by presenting to them an example of high character. Therefore, I submit 
that the best heritage that a management, as well as an individual, can leave 
is a philosophy of life that has become improved under its stewardship and 
is confirmed by the honest and sincere practice of its tenets. 


DEVELOPMENT OF A PERSONNEL DIVISION 


By THOMAS B. McCABE 
President, Scott Paper Company 


Some time ago the president of a concern employing several thousand 
men wrote to Mr. McCabe, president of the Scott Paper Company asking 
for advice on the establishment of a Personnel Division. Mr. McCabe’s 
reply, which forms the basis for this article, is regarded as one of the finest 
expositions of the subject that has yet come to light. 


i THIS article, I must ask the reader to assume that I were sitting at his 
desk and he had put to me the question: “Suppose you had to make a 
decision to improve personnel, what would you do?” 

The first question in your mind, aside from the major one, might be: 
“Should divisional and departmental engineers be trained to handle any 
contemplated personnel development program?” 

My answer to that is that it is highly improbable that you can get them 
to look at the subject along broad lines without the assistance of a personnel 
manager. Our experience is that our operators are so engrossed with their 
responsibility of obtaining a certain output or quota at a definite budget 
basis of cost that it is almost hopeless to ask them on their own volition to 
participate in a broad development program requiring extraordinary special- 
ized enrollment and much experimental work. 

After all, they are operating leaders, selected because they know how 
to lead men and command a departmental or field activity. Their strength 
is in their coordinating ability. Personnel development is a specialty, par- 
ticularly in an organization of so many varied activities and positions as the 
modern corporation ; therefore, it should be considered as a functional activity. 


LIMITATIONS OF THE OPERATING LEADER 
While there are rare exceptions, the average operating leader, who has 
no aid from a personnel specialist, is handicapped in his knowledge of: 


1. Effective training methods 
2. Scientific scales of remuneration 
3. Merit scales for promoting men 


4. Sensing negative reactions which affect the esprit-de-corps 


Very often his conception of men is colored with his personal whims 
or fancies and sometimes with unfair favoritism. Without the help of a 
personnel manager it is difficult to induce operating leaders to select assist- 
ants who are potentially stronger than they, for three reasons: 


1. They have a very limited experience in knowing where to find them. 
2. The law of self-preservation produces a fear of picking someone who 
might possibly supplant them. 
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3. They do not want to be annoyed with the extra effort required to 


lead a stronger man. Weak men are bossed, a stronger man must 
be led. 


The operating leaders therefore, in their personnel work, generally 
follow the line of least resistance, not particularly from choice, but because 
they have not had the benefit of training or assistance, or been given the 
urge to strive for better personnel. 

I would recommend that you start in your organization by appointing 
a personnel manager, a man broad-gauged enough to qualify as an officer of 
your company. He should preferably be a man from within the organization 
for two reasons: first, because he would have a background of your business ; 
second, because he would probably function with less friction than an out- 
sider. If you do not have the right man in the organization then he should 
be secured from the outside. 


THE IDEAL PERSONNEL MANAGER 

An ideal type would be a man between thirty-five and forty years— 
an age where there is reasonable maturity and good judgment, yet young 
enough to be flexible. At this age his physical and mental vigor should be 
at a high point to generate enthusiasm and energy, both of which are needed 
for the selling program ahead of him. Furthermore, he would be young 
enough to have many years of good service and thus pay a profit on the in- 
vestment made in his first years in the position. 

It goes without saying that he should have an exemplary character, 
nagnetic personality, and be possessed of extraordinary loyalty to your com- 
pany and to you personally because you must be his inspiration and you will 
be held strictly accountable for his results. 

He should have an excellent educational background with a fair degree 
of analytical ability ; yet he should be less the mental or introvert type than 
the extrovert, because he will succeed in proportion to his ability to influence 
others and get them to respond to his suggestions. 

I would want him to be a staff officer, with headquarters at the home 
office, and to have him report directly to you. He should absorb as much 
of your knowledge of the organization, your plans and your dreams of the 
future as possible, because after all a personnel manager must obtain his main 
inspiration and must be limited only by the size and development of the 
chief executive of the business. 


FUNDAMENTAL CONCEPTS 


After installing him at headquarters, I would impress upon him certain 
fundamental concepts of his position. The following occur to me as very 
important : 


1. That in the beginning you are interested only in the substance of 
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personnel work, its fundamentals, and not its frills. By frills are meant the 
social embellishments embracing many forms of organization welfare work, 
some of which in other companies have proved to be impractical. The present 
social program of your organization which you have found practical would 
be handled, as it is at present, by others in your organization, until the funda- 
mental phases of the personnel manager’s job have been realized. 

Extraordinary caution must be exercised in the beginning that he does 
not perform the role of, or be thought of in your organization as, a welfare 
leader or New Dealer. His job at first is to be a very practical man, not 
a missionary. His crusading spirit will be effective only after the scientific 
or practical phases of his job have been accepted. 

2. That he make a short intensive study of the personnel operations of 
a few other successful corporations and at the same time make contacts 
with some of the outstanding men in personnel work. In these contacts he 
should search for the substance not the frills of their personnel activities. 

3. That after the preliminary stages described in (2) you expect him 
to take one branch or one phase of personnel in your organization and work 
on it. This means a study of each job, each man, including physical, educa- 
tional, experience, and background qualifications and remuneration. In other 
words, he establishes a scientific measuring rod and mortality table. With 
the necessary factual data and impressions gathered from personal work with 
the men he can present an analytical picture to the operator in charge. He 
then offers his services to the operator in charge to assist him in selecting, 
training and in other ways accomplishing their mutual objective. 

4. That he be given to understand that he is a functional staff officer, not 
a field leader. The field operating leader is in full command of his depart- 
ment or division, he coordinates all functional activities falling within his 
department or division, and is held strictly accountable for results. The 
personnel manager’s activities, therefore, must be acceptable to and supported 
by the field leaders to be successful. This emphasizes the importance of 
selecting a strong sales type of personnel manager and the reason why he 
must have the unqualified support of the chief executive of the business. 

5. That after the job described in (3) has to a reasonable degree been 
accomplished, the manager of personnel services should then extend his 
operations to another branch or phase of the organization, gradually extend- 
ing his functions to all divisions of the business. 

6. That in accomplishing this program the personnel manager would 
of course have to add assistants in order to multiply his effectiveness. His 
assistants should be of the same general character as himself, except that they 
might be younger with some experience along similar lines in other organi- 
zations where a high development of personnel work existed, or, preferably, 
selected from the most promising in your own organization. 

7. That you do not expect to revolutionize your personnel activities in a 
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short period of time. You are starting a functional activity that must “evo- 
lute,” not “revolute.” That you will be patient and sympathetic during the 
development stage and willing to invest a reasonable sum over a period of 
years, but at the end of that period you expect his work to be generally 
endorsed by your organization. 


ADVANTAGES OF A PERSONNEL DEPARTMENT 

From our own experience and that of others I am thoroughly convinced 
that the development of a personnel department will be the most profitable 
investment that your organization has ever made and that you will derive 
a great deal of personal satisfaction from seeing young men of great potential 
strength, but with very little practical experience, come into your organiza- 
tion and rapidly develop into strong operating leaders. It is the greatest 
thrill in business. 

Our personnel department was reorganized a few years ago. It has 
been developed along modest lines and has not yet attained the effectiveness 
that we desire, yet it has recruited and helped to train a group of men, in 
all departments of the business, that have helped to give the business more 
vitality. These young men for the most part are splendid physical specimens, 
many with excellent educational backgrounds (a large percentage with ordi- 
nary college degrees and some with graduate training), and many of them 
with short but valuable training in other businesses. 


TRAINING ESSENTIAL 


It requires a great deal of planning and cooperative effort from the 
operating leaders to train properly the newer men. They cannot be placed 
in a job and forgotten. A few years ago we had a high turnover of some of 
our best prospects because of the lack of a training program and the general 
apathy of our operating leaders toward intensive personnel development. 
Now we have a training program which is being constantly revamped to 
conform to changing conditions in the business and adapted to the type of 
men being trained. 
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THE EVALUATION OF EMPLOYMENT TESTS 


By WALTER V. CLARKE 
Manager. Psychological Testing Division, R. H. Macy & Co., Inc. 


HE statistical treatment of test results is usually considered by most per- 

sonnel officers as a procedure valuable only to the individual responsible 
for the testing program. The coefficient of correlation, for example, is a 
necessary evil, with a meaning hidden behind unfamiliar equations. The 
proof of the test lies in the observable results in improved personnel. This 
practical result is undoubtedly most important, but to those familiar with 
psychological statistics the indices so obtained serve to indicate many im- 
portant facts. 


THE COEFFICIENT OF CORRELATION 

The single index of relationship known as the coefficient of correlation is 
probably the most useful tool in evaluating a test program, providing its 
limitations are always kept in mind. Although correlations obtained in in- 
dustrial testing are relatively low, indicating a wide margin of error, any 
increase of probability over chance is of major importance. Dr. Walter 
Bingham in his recent book on aptitude testing,’ says “In a field as vitally 
important as this, it is an achievement to increase the likelihood of satis- 
factory vocational adjustment by even a few per cent over what it would 
otherwise be.” 

It is not the intent of this paper to describe the methods of statistical 
manipulation since these may be found in any good text on psychological 
measurement. The report of results of a typical study, however, may illus- 
trate the statistical results obtained in determining the value of a given bat- 
tery of tests. The tests reported were chosen primarily because of the re- 
quests for further information regarding a previous paper on employment 


testing.” 


TESTS SHOULD MEASURE DIFFERENT JOB ASPECTS 

When the problem of improving the methods for the selection of cash- 
iers was raised, discrimination was based on the results of two tests. These 
were the Otis S-A test of Mental Ability and an arithmetic test. Obviously 
these tests were not entirely satisfactory. The correlation of .43 between 
the two tests indicated that a common factor of arithmetic ability was in- 
volved in the Otis, with the result that instead of two factors of the job 
being measured by this test, there was 2 general intelligence factor and a 
partial of this in arithmetic. (The correlation between the arithmetic prob- 
lems on the Otis and this arithmetic test was .56.) It is important in psy- 


1 Aptitudes and Aptitude Testing. New York: Harper & Brothers, 1937. This book is reviewed 
on page 162 of this magazine. 


2“Employment Testing,” Personnel, February, 1937, p. 114. 
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chological testing that each test used in a battery should measure different 
aspects of the job. Therefore, the correlations between each of the tests 
used should be as near zero as possible. 

It was necessary to discover these different aspects and to prepare tests 
to measure them. After careful study, three separate tests were devised to 
measure the particular factors of the job. These were a work sample of 
manual dexterity, a change-making test, and a test for arithmetic checking. 


THE TESTS 
A large part of the time used in completing a tube room transaction 
is taken up in handling the carriers. The test for manual dexterity was 
devised to determine the dexterity of the individual in this function. 
Thirty carriers are set in a tray to the left of a standard cashier’s desk. 
These are located similarly to the conveyor belt in the tube room. The 
applicant is shown how to handle the carriers and is requested to copy the 


TABLE I 
TEST INTERCORRELATIONS 
Amount Change 
Otis Checking Making 


Amount Checking .........  .29 
Change Making ........... 16 15 
Manual Dexterity ......... .O4 36 —.04 


number found on the salescheck, on a sheet supplied. This number is a 
single digit and serves only to verify the handling, opening and closing, of 
each carrier. The carrier is then dropped through the output tube to a 
box below. 

Since the main function of the cashier is to make change accurately and 
rapidly, the change-making test was prepared to measure this function. It 
involves the making of change for eight standard saleschecks and is scored 
in terms of speed and accuracy. 

The amount-checking test consists of fifteen problems. Each problem 
was derived from a typical salescheck. The applicant is asked to check 
the arithmetic work and verify the answers given. 

These tests together with the Otis and Bernreuter Personality Inven- 
tory were administered to all the employees in the cashiering department. 


STUDIES OF CASHIERS 


Early studies of cashiers indicated that those of low intelligence, as 
measured by the Otis, are unsuited for work at the level of cashiering. It 
has also been shown that individuals of high intelligence are inclined to be- 
come dissatisfied with the general character of the work. The cashiers 
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studied ranged from an Otis IQ* of 65 to 125. Sixty-nine per cent of these 
fell between 80 and 110 IQ, 4 per cent below 80 IQ and 26 per cent above 
110 IQ. All of the best cashiers, however, were found in the group limited 
by 80 to 110 IQ. 

The correlations between these tests were all low (see table I) with 
the possible exception of amount checking with Otis and Manual Dexterity. 


Since the cashiering group was highly homogeneous, their scores falling 
at the upper end of the distribution scale on each of the specific tests, the 
correlations to be obtained from this group with the available criteria were not 
expected to be indicative. Spread was found in the case of the extroversion 
scale of the Bernreuter and a correlation of .57 was found between this 
factor and production efficiency. The more productive cashiers were also 
more highly extroverted. It may be mentioned here that the cashiering 
group first studied was earnestly attempting to give accurate judgments on 
this test; whereas many applicants were found who, due to the need for a 
position, were inclined to color their response in terms of their conception 
of the answer required. This weakness of the Bernreuter results in the 
necessity of very broad and careful interpretation, if it is to be used at all. 


Throughout the following year frequency distributions were built up to 
determine the spread of the normal applicant population. Tentative norms 
were thus developed. During the fall season it is always necessary to hire 
a large group of temporary cashiers. These were all tested before employ- 
ment and careful check was made of the quantity and quality of their work 
during their period of employment. 


CRITERIA 


In the tube rooms, the actual production is mechanically recorded by 
Veeder counters in terms of the number of transactions handled each day. 
This total may be verified by the number of cancelled duplicate saleschecks 
accumulated. Provision is also made to account for any other activities which 
may detract from the total picture. The quality of the work may be judged 
to some extent by the number of errors made by the cashier. In addition 
to this each cashier was rated by her training supervisor on such factors as 
manual dexterity, learning ability, interest, etc. The problem of adequate 
criteria is always present in industrial testing and the relatively low relia- 
bility, especially, of supervisor ratings is one of the factors resulting in low 
validity coefficients. A rank order correlation of a small group of super- 
visor ratings of productivity with actual production resulted in a correlation 
coefficient of .o8. Such ratings are usually weighted by so many uncon- 
trollable factors, that prediction is best determined in terms of actual pro- 
duction whenever such is available. 


* The IQ is used in adult testing only as a constant. 
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From this group, correlations were derived between the various tests 
and the several criteria. 


TABLE II 
VALIDITY CORRELATIONS 
Actual Supervisors Actual 
Production Ratings lerror Record 

RR enteisae teu twak Te a 25 —.06 
Amount Checking ............ —.02 02 .O7 
Change Making-Time ........ 2 06 —.O4 
Change Making-Errors ....... .36 .06 39 
PE $48 habewdsnesccoues 31 39 10 


The low correlation between the amount checking test and the various 
criteria led to the discarding of this test from the battery as not having suffi- 
cient validity to make any contribution to the selection process. The rela- 
tionship between the Otis and the supervisors ratings suggests some pre- 
dictive value. This was later shown to be in the definition of limits of 
capacity as measured by this test. 

A regression equation was prepared to determine the weighting of the 
tests or prediction production efficiency. This weighting was found to be 
for the Change Making Test, —1 and for Manual Dexterity, —4. After 
weighting scores by this formula the correlation between predicted produc- 
tion and actual production was found to be .59 which is about 20 per cent 
better than chance. The multiple correlation of the tests was .41. 


TABLE III 
RETEST RELIABILITY CORRELATIONS 
Index 
Reliability of Reliability 
Change Making-Time ........ 83 QI 
DD 60cs ahaa edadaces 71 84 
SE Via rehanereiakeeunaetes .Q2 .96 


RESULTS 


For practical purposes, the results of selecting cashiers by these tests 
have proven satisfactory not only in terms of the statistical manipulations, 
but in the satisfactory results in improvement in efficiency and quality of 


work performed as reported by the department manager. Herein lies the 
proof of the tests. 





HOW MANY OBSERVATIONS ARE NECESSARY IN 
SETTING WAGE-INCENTIVE STANDARDS? 


By ELMER B. ROYER, Ph.D. 
Cincinnati, Ohio 


PAYROLL distortion of thousands of dollars occurs in many a plant 

because of a small error in a wage-incentive standard—itt is a possibility 
in any industry using a bonus system. Where the error results in over- 
payment of workmen, it is an outright loss to the organization. If it is in 
the other direction, it may seem to result in a saving but in the long run 
the cost of worker dissatisfaction at an unfair standard will more than out- 
weigh the apparent money gain. An error of only 5 per cent in a 2,200 
hour work-year is 110 hours. If the worker receives 75 cents an hour, this 
is $82.50 per man per year. If 1,000 men are involved, the amount of 
money is $82,500. 

Many errors in time-study standards are directly traceable to the use 
of an inadequate number of observations. A formula has been evolved to 
show whether the time-study man has made enough observations to satisfy 
the criterion of accuracy and, if not, the number of additional observations 
that he will have to make. 


THE ALLOWABLE ERROR 


Assume that a time-study man has made five observations of the time 
required for an operation.1 He will take the mean (average) of the five 
observations as the standard time. If he is a careful worker, he will insist 
on knowing whether his error is less than the allowable error. 

The required degree of accuracy is usually expressed as a percentage. 
Some authorities hold that, for jobs requiring more than 2,000 man-hours 
a year, the time-study man should work with less than 3 per cent of error; 
that is, the time he estimates for the job should be within 3 per cent of its 
true value. However, the true value can never be known, since by definition 
it is the mean (average) of an infinite number of observations ; likewise, the 
error (that is, the deviation of the estimate from the true value) can never 
be known. Still, the case is not so hopeless as it might seem. There is an 
indirect, but fairly simple way of getting around the difficulty. We shall 
proceed to describe and illustrate the method.? 





1TIt has been taken for granted that the conditions surrounding the time study are constant 
throughout the entire series of observations. This means that the operator has recovered from any 
tenseness or nervousness which arose when he learned that he was to be observed and has settled down 
into a steady operating speed. If a new operation is being studied, it means that the operating time 
has dropped to a point below which further practice cannot be expected to reduce it. There will always 
be minor fluctuations, and it is these which make necessary the basing of a standard time on a number 
of observations, rather than on one. 


4In this article, no attempt has been made to develop the underlying statistical theory; instead 
a simple method of determining the number of observations necessary has been given and illustrated, 
and it can be used by any worker in the field whether statistically trained or not. 


137 








138 PERSONNEL 


THE FORMULA 


Suppose that the five observations on an operation are .0321 hr., .0305 
hr., .0312 hr., .0309 hr., and .0328 hr. The mean is .0315. The possible 
error of the mean is computed by the formula 


c..— 3 | N3X?— (3X)? (1) 
“YN N N (N-1) 
Where E is the possible error, 
Nis the number of observations, 
=X is the sum of the observations, 
and =X* is the sum of the squares of the observations. 


This formula does not give the true value, and the actual error cannot 
be found. It does, however, give the maximum size of the error; an error 
larger than the value obtained by this formula is impossible. Therefore, if 
this maximum error is kept below 3 per cent* of the mean (or whatever per- 
centage is taken as a limit), the time-study man can be certain he is keeping 
within the assigned limits of error. 

The sums required by the formula may be shown as follows (although 
in practice the squares would be accumulated in the calculator and not written 
down) : 





Observation Square 
I. .0321 00103041 
2. 0305 .00093025 
3- 0312 00097344 
4. .0309 .00095481 
. .0328 .00107584 
1575 (= 3X) .00496475 (= =X*) 


Substituting these values in the formula, we have 





Ea — 5 (.00496475) — (.1575)* .00125, the possible error. 
V5 5 (5-1) 

The allowable error is 3 per cent of .0315, or .000945. Thus it is seen that 

the possible error is greater than the permissible error, and additional ob- 

servations will have to be taken. 








8 Theoretically, the error can be of any size, though the chances of the occurrence of an extremely 
large error are negligible. 

*The 3 in the formula has no connection with the percentage of allowable error; therefore the 
formula will not be altered even though the allowable error be taken as 2 per cent or 1 per cent. 
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The question then arises, how many additional observations are required ? 
To answer this question we solve the formula for N. 


— 3. | N3&X?— (3X)? (1) 
JN N N (N-1) 
Vv EWN WN (N-1) 


We cannot completely solve (1) for N, but (2) can be used if N, =X, 
and =X* obtained from the observations already taken are used as approxi- 
mations to the values called for in the right member of the equation. This 
formula is very simply solved, for the right-hand radical has already been 
evaluated in computing the possible error. Substituting in (2): 


JVN= 3 5 (.00496475) — (.1575)° 
.000945 V 5 (5-1) 
= 2.0] 
N =8.8 or 9 


Thus it is seen that nine observations are required if the error is to be 
kept within the limits set. 

After making the four additional observations, the careful worker will 
again substitute in (1), basing the computations on all nine observations. 
This will provide an additional check on the accuracy of the work. 
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EMPLOYEE LITERATURE 


For years the use of employee literature has gone up and down in the 
scale of value. Sometimes its effectiveness has been seriously doubted. 
At other times it has been considered an absolute necessity for proper 
employee relations. In the following article, Miss Leona Powell, head 
of the Association’s Research and Information Bureau, discusses a trend 
in such literature. Following this is an analysis of “A Report to the 
Jewel Family.” a publication of the Jewel Tea Company. This analysis 
was prepared by Clayton N. Watkins, Chief, Publications Division of 
Jewel Tea Company. 


ECOGNIZING the need for presenting to their immediate public—stock- 
holders, employees and customers—pictures of company policies, atti- 
tudes, and activities, many concerns have in past months published excellent 
reports for general distribution. The outstanding feature of this newer kind 
of company literature is its relative simplicity and inviting appearance. For- 
bidding financial statements and other data which might be obscure to the lay 
mind have been eliminated and replaced by easily grasped facts and state- 
ments having as far as possible a visual appeal. 

It has always been considered good practice to inform employees about 
company activities. The latest development is to send descriptive literature 
of this kind to both stockholders and employees, and to customers as well. 
Two excellent examples of this type of literature are “The Westinghouse re- 
port on Industrial Relations for 1936” and the more recent booklet, ““A Report 
to the Jewel Family,” published by the Jewel Tea Company. 


EDUCATIONAL LITERATURE 


There has been considerable work done in the direction of attempting to 
educate employees in American government and economics. While this ma- 
terial has been well conceived and presented in admirable fashion, much of 
its good work has been nullified by the fact that it fell into the hands of 
propagandists who have given it another interpretation. This has raised seri- 
ous doubt in some minds as to the advisability of using employee literature 
since this latter type of literature has resulted in many cases in a prejudiced 
attitude on the part of workers toward all literature with an educational slant 
emanating from employers. 


ANNUAL REPORT FOR ALL GROUPS 

No development could be better calculated to allay such prejudice than 
the annual report about the company which is obviously designed for stock- 
holders or customers as well as for employees. The interesting style of these 
reports and the obvious attempt not to influence but simply to give a picture 
of certain activities of the company make the Jewel report outstanding in this 
field. 

Among the popularized annual reports, interesting examples have been 
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the annual report for 1936 of the General Foods Corporation and that of the 
Republic Steel Corporation. These reports are both presented in such a style 
that they would be effective either with employees or stockholders. 


Another interesting publication, issued primarily for employees, is the 
General Motors booklet on “Labor Policies and Procedures.” This repre- 
sents the type of employee literature which would also be of interest to stock- 
holders and to the general public. The booklet is really a statement of policies 
together with some of the practical applications of such policies. It makes 
clear the company attitude on hiring procedure, wage payment plans, griev- 
ance procedure, timing operations, discharge, coercion and solicitation, col- 
lective bargaining, and layoff, transfer and rehiring. 

A publication along the same lines that appeared earlier was the “Gen- 
eral Electric Policies” booklet. There have also been certain well devised 
statements of industrial relations policies, but in more general form: a pioneer 
among these was the Armco policy statement. This was officially approved 
by the Board of Directors and first published in December, 1919. Other pub- 
lications of the same kind are the Standard Oil Company of New Jersey 
booklet, “A Job With the Standard Oil Company,” and the recent B. F. 
Goodrich statement, “The Goodrich Policy of Industrial and Public Respon- 
sibility.” None of these publications has covered exactly the same ground. 
Each one has been designed for a special purpose. 


A REPORT TO THE JEWEL FAMILY 


Early in March, Jewel Tea Co., Inc. released a new type of publication. 
It was a special report directed to the company’s customers and wage earners. 
This new publication, which followed the distribution of the regular annual 
report to stockholders, was an interpretation in non-technical terms of the 
operations of the company for 1936. It placed the finances of the company on 
a “per employee” basis, presented a statement of the value of property needed 
to provide a job for each member of the Jewel staff—and showed how that 
property was obtained. 


From a purely statistical record explained in terse formal headings whose 
significance is not understood by many readers, the balance sheet of the com- 
pany was set forth in terms and figures that had a personal meaning and mes- 
sage to each customer and wage earner. A Report to the Jewel Family was 
presented in a 12-page booklet which was constructed in the pattern of the 
company’s annual report, and nearly one million copies were distributed. It 
was lithographed in two colors and illustrated with thumb-nail sketches. Six 
pages were devoted to explanatory text on important phases of the business 
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JEWEL TE: \ [ 


STATEMENT OF THE VALUE OF PROPERTY NE EDE! 
OF THE JEWEL STAFF AND HOW THA 


AT JANUAr 2Y ; 





PEA 


PROPERTY NEEDED TO PROVIDE A JOB FOR gr ny 
EACH MEMBER OF THE JEWEL STAFF 

Cash on hand and in banks with which to pay wages and other bills of the 

IN, 5 1R45 od 006000 Get EReReTeKREWESESSEESSS TE obeCeee ee nen $ 301.86 
Bonds which can be turned into cash on a moment’s notice to pay bills 

er INNO 5d. 5 yuna ors sib pas GN sera oe aeelelek so 734.50 
Money owed by customers for groceries already delivered . iaenane 54.68 
Money owed by people other than regular customers for snlecellancows 

Os <i bb aawsaeegastaenebewevadeaGaneaeeess ssn bari 9.23 
Green coffee, bulk tea, rice, eggs, butter, and other materials to be prepared 

and packaged for customers; packaged coffee, tea, and other groceries, 

meats, dairy products, and premiums ready for use by customers...... 678.67 
Jewel stock at cost held for sale to the stall... .. 2. cc cccccsccccccccnes 53.01 
IE OP SN GE GI I oo. 05 oink ntned sons cea bereesieandsaess 1.20 
Miscellaneous investments and deposits incidental to carrying on the 

business—insurance, meter deposits, appearance bonds, etc........... 25.25 
Investments and cash held in a trust fund as security for the savings 

accounts and cash bonds of members of the staff... ...........25005: 138.38 
Cost of premiums advanced to customers to be paid for with profit sharing 

Ga boo Sa es eerie KA ROCA ecRAeHENCdRRCRENENEADHELUCOS ONS ORES 272.43 


Cost of fire and other insurance, and rent paid in advance; stationery and 
printed forms, tires, tubes, and other automobile equipment ready for 
NIE oS eee as oo kere wie mele eae a eam Ei ee 52.78 
Land, buildings, machinery for producing Jewel coffee and gro- 
ceries, desks, chairs, typewriters, adding machines, filing cab- 


inets, tables, refrigerators, display cases, automobiles, etc...... $949.76 
Less, reduction in value of these items (except land) due to wear 
and tear as a result of use since they were bought ............ 395.86 
Worth on January 2, 1937 553.90 


Good will of Jewel customers is the most valuable possession of the business. 
It is not measurable in money. 
Total value of the property needed to provide a job for each member of 
Pe ENS i na ck a da coserereerbenmivucbhaneheedeheecebens nts $2,875.89 


ABOVE IS THE “Common Sense Balance Sheet” contained in the Report to the . 
close of the 1936 fiscal year. The financial structure has been restated on the basis of the 
been reduced to figures directly related to each individual employee. The usual balance * she« 
headings ordinarily used. The figures of the regular balance sheet have been divided ! Sy th 
ployee” terms. 
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TE, \ CO., INC. 


fy NE EDED TO PROVIDE A JOB FOR EACH MEMBER 
HOW THAT PROPERTY WAS OBTAINED 


UA! 2Y 2, 1937 





HOW THAT PROPERTY WAS OBTAINED AMOUNT PER 
EMPLOYEE 


Money owed to: 


People for green coffee, bulk tea and rice, and other materials; 
for groceries, meats and dairy products; for services to Jewel, etc. $281.92 


Governments—Federal, state, and local—for taxes........... 143.72 
The Jewel staff for their cash bonds and savings deposits held 
in trust and invested as shown under “Property needed”’...... 138.38 
Miscellaneous—for items of expense chargeable to 1936 but 
Es © 5:0. 0:4 sone Khcevaesechadnrconsteenadstaneersens 2.13 
Pe I Is ooo <0 tercinnstceweavnceseestaawene $ 566.15 


Money saved by Jewel for emergencies such as automobile accident and 
fire losses, floods, etc.; improvements in equipment; and development 
Sy Nu 6.0 WnEs Cone nsebisdcceeuinenekeeeesawensuend beas 201.81 


Invested and risked by the 3,894 stockholders who own the Jewel business, 
to provide jobs for the staff and to earn dividends for themselves...... 1,416.20 
(There is one person employed on the staff for each 80 shares of capital 
stock outstanding.) 


Money earned and saved by Jewel which in time of depression insures 
not only security of the investment of stockholders, but also security of 
jobs for the staff and continuity of service to customers.............. 691.73 


Total money supplied by stockholders and owed to others to provide a 
job for each member of the Jewel stall. ...... cc ccccccccccsccccsece $2,875.89 


ort to the Jewel Family. It is an accurate breakdown of the company’s balance sheet for the 
isis of the “amount per employee” of the company’s assets and liabilities. Statistics have 
alance * sheet terminology has been interpreted to show clearly what is actually included in the 
vided | Sy the number of Jewel employees, thereby producing net results that are in “per em- 
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structure and its relation to the individuals; two pages were used for the 
Common Sense Balance Sheet; and there was an interesting page of quota- 
tions from letters by customers and employees. 


THE PURPOSE 

The underlying purpose of the Report to the Jewel Family was to por- 
tray in understandable terms and figures the progress of the company, its 
financial position, the factors influencing its people, and the direct relation- 
ships which exist among all the elements of the business. 

It is the company’s hope that this publicizing of its own social and public 
functions will create a better understanding of its business activities ; that this 
exemplification of interest in the customer and employee position will foster 
confidence and good will among the people most closely connected with the 
organization. As stated in the introductory paragraph, “Jewel has a very 
real and direct interest in creating benefits for the consumer and for the wage 
sarner, for only thereby can it prove its right to live. This review is a report 
of some of the benefits and advantages produced for you in 1936.” 


THE JEWEL PHILOSOPHY 

Jewel believes that American business today is in the position of a public 
trust, and that the future of business depends upon the spirit of confidence 
and cooperation which can justly exist among customers, employees, stock- 
holders, suppliers, and management. 

The Report pointed out that in 1936 the purchases of Jewel customers 
provided full-time employment for 48% more Jewel workers than during 
1929, and that the company increased the number of its workers during each 
succeeding year of the depression. It also reminded readers that Jewel cus- 
tomers, directly or indirectly, provide regular work for probably 10,000 
heads of families—those workers in the forests, fields, mines, shops, and rail- 
roads of the country, who produce and transport the raw materials and fin- 
ished products which Jewel distributes. A related point was made regarding 
Jewel payrolls and the selling prices of Jewel products. Payrolls, constituting 
23.67% of sales, were 28.62% higher than in 1933; and Jewel prices on the 
wagon routes—in spite of the 22.2% general increase in food prices since 
1933—were only 3.7% above that year. 





SOCIAL SIGNIFICANCE 


The social significance of this information is clear. The company recog- 
nizes the invaluable contributions of its customers and employees, but does 
more than express an appreciation. Facts are interpreted in terms of the 
general welfare that results from the functions of business. 

Appreciation of customers and employees is directly expressed in the 
benefits that are developed for both groups. The company’s interest in their 
future is revealed in the constant efforts to help workers increase their earn- 
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ings, improve their conditions, and develop themselves personally—to pro- 
tect and improve the quality of products, efficiency, and service, and make 
customer relations with the company increasingly pleasant. 

THE BALANCE SHEET 


The Common Sense Balance Sheet is an accurate “break-down” of the 
company’s balance sheet for the close of the 1936 fiscal year. The financial 
structure has been restated on the basis of the “amount per employee” of the 
company’s assets and liabilities. Statistics have been reduced to figures di- 
rectly related to each individual employee. 

Thus the first item of the balance sheet, listed under the heading, “Prop- 
erty Needed To Provide A Job For Each Member Of The Jewel Staff,” is 
titled, “Cash on hand and in banks with which to pay wages and other bills of 
the business.” The item of accounts receivable is titled, “Money owed by 
customers for groceries already delivered.” And inventories are termed, 
“Green coffee, bulk tea, rice, eggs, butter, and other materials to be pre- 
pared and packaged for customers; packaged coffee, tea, and other groceries, 
meats, dairy products, and premiums ready for use by customers.” 
TERMINOLOGY INTERPRETED 


The usual balance sheet terminology has been interpreted to show clearly 
what is actually included in the headings ordinarily used. The figures of the 
regular balance sheet have been divided by the number of Jewel employees, 
thereby producing net results that are in “per employee” terms. 

The company’s liabilities and surplus have been headed, “How That 
Property Was Obtained,” and accounts payable are titled, “Money owed to 
people for green coffee, bulk tea and rice, and other materials; for groceries, 
meats and dairy products; for services to Jewel, etc.” Surplus itself is de- 
scribed as “Money earned and saved by Jewel, which in time of depression 
insures not only security of the investment of stockholders, but also security 
of jobs for the staff and continuity of service to customers.” 

A Report to the Jewel Family describes the tax situation, the company’s 
place'in the nation’s business, and explains the Jewel Employees’ Trust 
Fund; company insurance and sickness compensation; the gains resulting 
from the employee representation plan; and the vacation policy. It tells also 
of the stock purchase plan for employees, and the facilities which are main- 
tained for the education and advancement of Jewel people. 

In the past Jewel has attempted to give its people a clear understanding 
of the company’s balance sheet and earnings by use of both the printed and 
spoken word. As early as 1927 a special folder was published which cuntained 
a “(Common Sense Balance Sheet.” Frequently the treasurer or the controller 
has addressed headquarters office and plant groups on the subject of the 
financial statements of the company shortly after the information had been 
released. But the new report is the most complete coverage yet attempted. 
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COMMON INTERESTS 

From the company point of view, the Report evolved from a desire to 
clarify the definite bonds and the common interest which exist among cus- 
tomers, wage earners, stockholders, and management. Jewel believes its fore- 
most duty and obligation must be satisfaction to its people and to the con- 
sumers of its products. Having long held this opinion, Jewel has for years 
bent earnest efforts to provide opportunity, encouragement and reward for 
the one group, and quality, economy and service for the other. 

This report makes the fact known that Jewel is doing the right thing— 
is tangibly in constant pursuit of improved conditions for its customers and 
its workers. No motive existed other than the desire to cement harmony 
throughout the groups involved. No other purpose was desired than to pro- 
long, through accurate information, the satisfactory relations which have ex- 
isted through the last 20 years of the company’s history. 

(Note: As long as the supply lasts, copies of A Report to the Jewel 
Family may be obtained by mailing requests to Jewel Tea Co., Inc., Barring- 
ton, Illinois.) 


THE STATUS OF INCENTIVES 


Much has been heard lately to the effect that the use of incentive plans 
is on the wane, but an informal poll taken at the recent AMA Production 
Conference in Chicago on April 21-22, indicates that the trend is in quite 
the other direction. 

An impromptu poll taken at a session which had an attendance of up- 
wards of 300 executives representing typical AMA companies showed the 
following tally: 


Companies with no incentive plans........... 8 
Companies decreasing the use of incentives.... 3 
Companies increasing the use of incentives..... The great majority 


of the audience. 


e 


CERTAIN DIFFICULTIES IN DETERMINING THE 
“MARKET RATE” OF WAGES 


By V. S. KARABASZ 
Philadelphia, Pennsylvania 


T IS amazing to see how little is really known, even by the best of man- 

agers, concerning some of the most fundamental and most common man- 
agement problems. These voids in our management knowledge point to the 
great need for research to supply the manager with the necessary manage- 
ment facts, techniques, and principles to enable him to manage by their use 
rather than by intuition or opinion. 

Of all of the fields of management research, perhaps none is more 
important than that which has to do with the establishment of satisfactory 
employer and employee relations. In this division of research no problems 
are quite so important as those connected with wages and wage rate de- 
termination. 

It is the purpose of this paper merely to enumerate and to discuss 
briefly some of the difficulties encountered by the management in determining 
whether or not the “market rate of wages” is being paid for the various occu- 
pations in a plant. 

A worker’s attitude toward the rates paid by his company, and toward 
the company itself, is influenced to a large degree by whether he believes 
or not that these rates are the “market’’ rates in the community or industry, 
or whether they are above or below the market. Many managements cog- 
nizant of this fact are eager that the rates paid by them be in alignment with 
those paid by other companies in the immediate community or industry. In 
order to secure such rate information certain companies, through trade asso- 
ciations and other formal or informal means, have interchanged information 
as to rates paid for similar occupations in the immediate community or with 
other plants in the industry. 

_ At first, it would appear to be an easy matter to determine the market 
rates for the various jobs in the plant by mere comparison with the reported 
rates of other companies. However, such a comparison is a matter of con- 
siderable difficulty. The most interesting questions likely to arise from 
such a comparison have to do with the reasons for the wide variations in 
reported rates for apparently identical occupations. 

The following are some of the more important factors which limit the 
significance of comparative wage data secured from other companies :! 

1. The lack of a precise definition of the work done by those in each 


occupation. 


‘See: Leeds, Morris E. and Balderston, C. Canby. Wages—A Means of Testing their Ade- 
qguacy, Philadelphia: University of Pennsylvania Press, 1931. 
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The lack of information as to employee efficiency. 


to 


3. The extent to which incentive payment is used. 

4. The number of hours per week and the amount of overtime. 

5. The influence of length of service in rate setting. 

6. The amount of labor turnover. 

7. The distinction between the rates paid to experienced workers and 


those paid to beginners. 

8. The reputation for fair dealing which the company enjoys in the 

labor market. 

g. Working conditions. 

DEFINITION OF JOBS 

One of the most important difficulties arising in attempting to compare 
wage rates reported by companies is the lack of a clear definition of jobs. 
Jobs of varying degrees of skill and difficulty are called by the same name. 
In one plant only rough work may be produced, requiring little skill or 
training ; in another plant, very difficult precise work may be the custom; 
yet both plants will use identical titles for jobs, and, of course, pay widely 
differing rates. 

Even in those plants where the skill and difficulty of the work are the 
same, the rates paid may vary considerably because more operations may 
be included in the job in one plant than in the other. In some plants workers 
must set up their own work as well as operate their machines ; in others, set- 
up men set up the work in the machines and the workers merely act as 
machine operators; yet the workers in both plants may be listed on the 
payroll as performing identical operations. Some plants manufacture in 
large quantities and use jigs and fixtures to guide the work of the machinist ; 
others, manufacturing to customers’ orders in small quantities, require ma- 
chinists to work from blue prints. The great difference in the skill required 
in the above case is self-evident, yet in both companies these workers may 
be listed as machinists 

It is also true that many jobs are peculiar to a given plant, and no 
comparable rates can be found in other companies. When this is the case, 
the only solution available is (1) to compare the rates of comparable jobs 
with the market, and (2) to establish rates for the peculiar jobs according 
to their relative difficulty. 

OTHER FACTORS 


An essential part of any comparison of rates is the comparative efficiency 
of the employees. The data supplied by other companies are usually limited 
to the rates per hour paid to employees and not to the output secured for 
the rate paid. There is a considerable difference in the work tempo of 
different shops. Some shops insist upon a high output and pay well for 
it, others permit workers to turn out less work and also pay lower wage 
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rates. A report on wage rates alone does not show this efficiency difference. 

Another factor which must be considered in comparing rates is whether 
or not employees are paid on an incentive or a time basis. Incentive earn- 
ings usually are substantially higher than hourly rates. In any comparison, 
even where it is known that incentives are used, it will be difficult to de- 
termine what proportion of the rates are guaranteed and what part are based 
directly upon production. 

In determining employee earnings, it is believed by many that it is 
safer to compute them on an annual basis. The annual earnings are the 
product of the hours worked and the rate per hour, or the product of the 
number of pieces produced and the piece rate, or some combination of the 
two. In attempting to determine the ‘market rate” per hour, it is desirable 
to secure the annual earnings first, and to separate the overtime from the 
wages earned during the normal working hours. 

In many companies length of service is recognized by increases in the 
employee’s rate. In those companies which have, by various means, reduced 
their labor turnover to a minimum or, because of the nature of the industry 
and the ability of the management have secured relatively stable production 
the effect of length of service upon rates must be considered in any compari- 
son of rates paid by different companies. 

In any comparison of rates great care must be exercised to insure the 
separation of rates paid to beginners and those paid to experienced workers. 
Frequently, both bear the same payroll title. Failure to distinguish between 
these two groups causes improper conclusions to be reached as to the actual 
rates paid for a given occupation. 

Another factor to be considered in any comparative study of wage rates 
is the reputation which the companies have for fair dealing with their em- 
ployees. Companies with a good reputation become preferred employers, 
and employees will often be willing to work for rates slightly lower than 
would otherwise be the case if they did not feel that they were assured a fair 
deal and consequently increased pleasure and happiness on the job. 

Although satisfactory working conditions are seldom a substitute for 
wages, it is true that workers prefer plants with healthful and safe working 
conditions, and proper lighting and air conditions. In any comparison of 
wage rates, it is important to bear in mind the effect which working con- 
ditions may have upon wages. 

The problems in determining the “market rate” of wages for particular 
occupations, briefly described above, are such that their solution requires con- 
siderable research and study on the part of companies, both individually and 
collectively. That wage data that will be really comparative in its nature 
will be forthcoming soon is certainly to be expected. As soon as companies 
within a given community or industry realize the value of this information 
they will develop the technique necessary to make it available. 











EMPLOYMENT 


By EDWARD N. HAY 
Personnel Officer, The Pennsylvania Company 


MPLOYMENT is not simply the process of selecting the best from 
among candidates who present themselves for employment. Otherwise 
we should be limited in our choice to those who offer themselves. The best 
results are not even secured by demanding, through advertisements or agen- 
cies, those people who have had certain kinds of experience. This policy 
also gives a limited choice of applicants, since under favorable conditions of 
employment the most capable people are nearly all at work and thus our 
choice is restricted largely to the less qualified people. Furthermore, for 
positions where little or no experience is required, it is not contributing 
much to our choice by insisting on experience of the particular kind. Often 
a capable inexperienced person can be trained in a short time and proves 
more valuable than one who has had long experience at the given job. 
BEST METHOD 
The best results in employment are secured if we: 
1. Make a thorough study of each job so as to know the requirements 
in experience, skills, education, etc. 


to 


Seek the person who has the requirements of the job. 

3. Devise and use methods which will make it possible to measure the 
required characteristics in order to determine whether a given appli- 
cant has them and if so in what degree. 

For example, for a routine clerk, posting a simple ledger, we may say 

that the requirements are: 


1. A certain minimum intelligence. 


2. Good handwriting. 

3. An aptitude for handling figures accurately and rapidly. 

4. Personal characteristics of a kind that will enable the employee to 
work effectively with his associates. 

5. A make-up that suggests possibilities for progress to more difficult 


work (this condition is perhaps desirable in some percentage of 
applicants, but not in all). 

6. The education qualifications of the job in addition to the usual 
honesty, neatness, cleanliness, good manners, application, etc. 


MEASURING INTELLIGENCE AND APTITUDES 
It is known that some clerks are “slow to understand” and in other 
ways betray a lack of intelligence. Some companies have adopted methods 
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of measuring intelligence and have determined through years of experience 
about what amount is necessary for different kinds of clerical work. 

Experienced office workers know that some people are accurate and 
rapid while others are accurate but painfully slow, and still others are both 
inaccurate and slow. ‘There is no disagreement, however, on the desirability 
of clerical workers being accurate and rapid in the handling of figures and 
names. These qualities cannot always be estimated on the basis of a clerk’s 
experience. Furthermore, those who are accurate and rapid usually have no 
trouble in holding their jobs. It would seem desirable to have, therefore, 
some means of finding out whether an applicant fulfills these conditions, If 
the applicant is a youngster who has never worked, there are no commonly 
used methods of discovering this except after some months on the job. 
Psychologists, however, have given us a method of determining, in most 
cases, whether a person has the so-called “clerical aptitude” and some com- 
panies have been using methods of this kind for a number of years. 


TEMPERAMENT MORE DIFFICULT TO MEASURE 

The measurement of the temperament to determine whether an employee 
is going to be a good group worker or not and whether an experienced 
worker has the temperamental qualities necessary for supervision over others 
are more difficult matters. The difficulty has not, however, daunted a few 
employment specialists from trying to find the answer. 

Other requirements of the job could be discussed in a similar way. In 
general it may be said that we know what is required, and if we can in some 
objective way measure the applicant for the required qualities, we stand a 
better chance of making suitable selections than if we merely choose among 
those who offer themselves for employment or if we select only from those 
who have had experience of the required kind. 











THE FOREMAN’S CLUB COMES BACK 


By J. W. REINHARDT 


Vice-President, Canton Development Corporation, Canton, Ohio 
Immediate Past President, National Association of Foremen 


 weeetennen and industry are facing a new era. Efforts to revive N.R.A., 

the proposed changes in the Supreme Court, labor’s new privileges, social 
security, the Supreme Court’s decision that the Wagner Act is constitutional, 
strikes and sit-downs have added their full share of confusion to the per- 
plexity with which business and industrial leaders were already beset. Un- 
questionably, one of the most effective means a manufacturer may develop 
to combat these chaotic conditions lies in instituting a well-rounded program 
of supervisory training. 

These changing conditions require a change in human relationships. The 
“hard boiled,” driving type of foreman, commonly seen a few years ago, is at 
a tremendous disadvantage today, unless he has kept abreast of progress be- 
ing made in the practice of modern foremanship. The once popular concep- 
tion of foremanship was principally concerned with the volume of produc- 
tion. Little attention was given to the need of developing the supervisory 
force to meet the problems which have arisen with modern production and 
modern competition. 


BROADER RESPONSIBILITIES 

The modern foreman must have broader interests and responsibilities— 
and he has. Standards of foremanship are arising rapidly A brand of fore- 
manship that was good enough ten, or even five, years ago is not good enough 
today. The foreman is the direct connecting link between management and 
men. When he is trained to skilfully handle his men, there is increased as- 
surance of a minimum of labor problems, and of a greater volume of produc- 
tion at the lowest possible cost. 

We are living in a period of hysteria, when strikes and labor disorders 
spread as quickly as a contagious disease, with paralyzing effects, from coast 
to coast. While there is no infallible specific against labor troubles, foremen 
who enjoy the confidence and friendship of their men, are probably the best 
preventive a manufacturer can have. The foreman has a dual responsibility. 
First, he is management’s representative and must interpret company policies 
to his men. He must make sure that his men understand and appreciate these 
policies. Second, he must interpret the thoughts of his men to the manage- 
ment. 

Recently I was chairman of a young men’s industrial meeting; a panel 
discussion was held on the subject “The Young Man in Industry.” This 
group was composed of young men, 25 to 30 years of age, with a rank com- 
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parable to that of assistant foreman. It was a revelation to get their point 
of view and observe the trend of their thinking. I was impressed by their 
lack of training in business principles and industrial management. They were 
sincere, eager, and honest in their desire to make good, but their management 
has missed a bet in their training. For example, an important question in 
their minds was how to answer an employee who, after reading a newspaper 
account to the effect that the company had made, say a million dollars in 
the second quarter, felt he should have a raise. The majority of the men, 
while convinced in their own minds that an increase was not available, had 
little or no idea as to how to sell that fact to their men. 


DO NOT KNOW THE FACTS 


Very few supervisors, and fewer workers, appreciate the numerical ratio 
of stockholders to workers ; few of them realize that most corporations oper- 
ated under gigantic losses for two or three depression years; that until re- 
cently stockholders had received little or no returns on their investments ; they 
do not know the tremendous investment these stockholders have made to 
build and equip plants, which in turn have made the jobs for the men. The 
steel industry, for example, has $11,500 invested for every job. 

There are very definite membership campaigns in progress by two large 
and powerful unions. There are strikes and threats of strikes, yet the average 
foreman is not in position to advise his men as to the great loss incurred in a 
strike—a loss which must be inevitably shared by employee, employer and 
the public. 





WHAT STRIKES COST 


For example, strikers at the Pittsburgh Plate Glass Co. received an in- 
crease of eight cents an hour, as compared with five cents offered by the com- 
pany prior to the strike. This might seem to be an appreciable gain, but dur- 
ing the strike, the workers lost an average of $288.60 each. These workers 
will have to work 2,620 weeks, almost five years, before the increase will make 
up what they lost. In the recent General Motors strike, the loss to the work- 
ers in wages amounted to a million dollars a day! But this was not the only 
loss: Wayne County welfare rolls showed an increase of 4,500 cases ; it cost 
the taxpayers of Michigan $300,000 to maintain the National Guard in Flint; 
H.O.L.C. payments dropped $150,000 for the month of January; it cost the 
Federal Government $20,000,000 in taxes, of which $44,000 was lost to the 
social security fund; it cost the sheepherders of the west and the cotton 
growers of the south a large sum—the cloth which would have been used 
in normal production, for the time of the strike, amounted to almost four 
million yards—enough to make four suits of clothes each for the 200,000 em- 
ployees thrown out of work. 

The foreman who holds the confidence of his workmen and who is prop- 
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erly informed, can do much to prevent labor dissension in his plant. If this 
reasoning isn’t sufficient to cause the manufacturer to assent to the forma- 
tion of a Foreman’s Club, close study of the following advantages is invited. 


WHY A FOREMAN’S CLUB? 


A foreman may live miles from his plant in a community of his own 
kind, or otherwise ; he may wear a white shirt or a blue shirt, drive a Model 
T Ford, or a Buick, be a deacon in the church or a scoffer, yet his dominant 
interest will be foremanship; this interest he shares with all others of his 
class. Aside from the necessary knowledge of his own industry, his responsi- 
bilities as a foreman are practically the same as those of other foremen. In a 
steel mill or a soap factory, the job is the same—to get things done in the best 
possible way with the labor supply at hand. A common interest to all fore- 
men is foremanship. This is basic in getting such men together. 


(1) Exchange Experience 


If the foremen’s meeting is properly conducted an excellent opportunity 
for the pooling of ideas is afforded. Each foreman’s experience is different 
from that of the others and what one foreman may know another may not. 
By hearing what other foremen have done under various circumstances, the 
individual foreman learns how to approach his own problems as they arise. 

Experience is said to be a great teacher. This undoubtedly is true, but 
we should not forget that we can learn much, if we will, from the experience 
of others. A number of men, gathered together in a meeting, present a sum 
total of experience that one foreman could not gain by himself alone in one 
hundred, or two hundred, years. This is particularly true when foremen of 
several plants meet together. When we think of this combined experience 
that resides in a group of practical men, we cannot help but acquire a new 
respect for the possibilities of the Foreman’s Club. 


(2) Executive Contact 


Higher executives can use foremen meetings as a means of contacting 
foremen at regular intervals. They can thus bring, in a more personal way, 
their ideas and viewpoints and policies to the attention of the foremen as a 
group. It is well enough to take for granted that sufficient contact between 
foremen and executives will occur in the natural course of events in the plant ; 
however, the definite periodic meetings with foremen as a group, insure addi- 
tional personal contact and better understanding. This is especially true if 
clubs are formed in large plants where higher executives have less occasion 
to come in contact with foremen in the regular course of the day’s work. 


(3) Specific Purposes 


In addition to the foregoing general functions of foremen’s meetings, 
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is there are a number of specific purposes served by such meetings. Let us con- 
™ sider some of these: 
1. 1. One important purpose served by foremen’s meetings is the stimu- 


lation of thinking in individual foremen. Nothing develops a man more than 
getting him to think for himself. Sound thinking is largely a matter of 


n practice. The more one is encouraged to think, the more capable one becomes 
e] of thinking things through to sound and logical conclusions. 

it Many a foreman has a thoroughly practical knowledge of all the details 
is of his work, but is unable to explain things clearly to a new man, because he 
‘. has not thought the matter through or because he never practiced self-ex- 
a pression. 

st Many foremen come into discussion meetings who are too shy to attempt 
™ to express themselves. After having taken part in a few such meetings, they 


gradually “come out of their shells” and discover that they really can make 
themselves understood when they try. 


2. Foremen’s meetings furnish ample opportunity for foremen to learn 


y something of the problems of other foremen. It is inevitable that closer co- 
it operation will result. In such discussions the individual foreman discovers 
t. that he is not the only one who has difficult problems to solve. Instead of 
1e laboring under the impression that his department is the one where all the 
grievances exist, he soon discovers that every foreman has his share of dif- 
ut ficulty and that his own difficulties can be lessened by cooperation with the 
“eC others. 
m 3. Participation in foremen’s meetings gives the individual foreman 
ie an opportunity to check the soundness of his own ideas. If he discovers that 
of he is thinking along lines entirely out of accord with the judgment of the rest 
“e of the group, it should serve notice on him that he should do some careful 
w thinking to make sure that he is not on the wrong track. The foreman who 


holds an opinion diametrically opposed to that of the rest of the group, may 
feel reasonably certain that his own opinion needs reconsideration. 
4. Foremen’s meetings present an important advantage accruing to 


ig management. In the process of discussion many facts are brought to the front 
vy, to which management must give consideration. 

‘e The discussions are certain to develop many suggestions which manage- 
n ment can profitably put to work. A group of foremen represents a wealth of 
t: practical experience. When they arrive at a conclusion in a discussional 
i- meeting it is usually a conclusion incorporating ideas which management can 
if use advantageously. 

yn In addition to functioning as the interpreters of management to the men, 


the foreman is expected to represent the men to management. Frequently, 

however, the foreman is more of a management representative to the men 

than he is a representative of the men to management. If the two were 
s worked out on a more equal ratio, much labor trouble could be avoided. 


et 
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5. Part of the function of foremen’s meetings should be to crystallize 
group opinion regarding all matters affecting human relationships. Provision 
for presenting group opinion to the management should be a part of the plan 
of conducting foremen’s meetings. In this manner, worthwhile conclusions can 
be brought to the attention of the executives who are in a position to take 
definite action. 


THE FOREMAN’S CLUB MOVEMENT 


Shortly after the World War, the Foreman’s Club movement was in- 
augurated. Shop Clubs (clubs whose membership is confined to a single 
plant) and City Clubs (membership drawn from several plants), sprang up 
all over the country. In 1923 several of these clubs met in Dayton, Ohio, and 
formed the Ohio Federation of Foreman’s Clubs. Other clubs in surrounding 
states saw the value of such an organization and requested that the scope of 
the organization be broadened. The result was that the National Association 
of Foremen was formed in 1925. 

The object of the National Association of Foremen is to crystallize, into 
definite programs, the foremost thought of industrial leaders. This program is 
four-fold : 


1. To help in the promotion of better foremanship. 


i) 


To study the needs and opportunities of industries. 

3. To assist each foreman in becoming a power for good in his own 
organization and his community. 

4. To prepare for the new era in industrial education, through associa- 

tion with the nation’s best industrial leaders, to the end that there 

may be developed a higher type of workman in American industry. 


MEETING IN OCTOBER 

These objectives are accomplished, in part, by conducting an annual 
convention (the 1937 convention is to be held in Detroit next October, where 
the foremen will be guests of Chrysler Motors Corporation) ; by district con- 
ferences held at several points, and by the publication of a monthly magazine, 
The National Foreman. Speakers, conference leaders, industrial films, ete., 
are supplied the member clubs by the secretary of the National Association, 
Mr. E. H. Tinglet, of Frigidaire Corp., Dayton, Ohio. Mr. C. H. L. Thomp- 
son (Toledo Edison Co.), Toledo, Ohio, is the president of the National 
Association of Foremen. 

The depression dealt a body blow to the Foreman’s Club movement, 
membership dropping from more than 30,000 members in 1930, to some- 
thing like 4,000 in 1933. But today management is assisting in the rehabili- 
tation of the organization and the trend is definitely upward; the Youngs- 
town, and Dayton, Ohio, clubs, for example, have 1,500 and 1,300 members, 
respectively, and are sponsoring splendid educational and social programs. 
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In this trying period through which we are passing, management will do 
well to encourage the formation of a Foreman’s Club, either in their plant, or 
city, or both. The National Association of Foremen will welcome an oppor- 
tunity to be of assistance. 

An active, alert foreman’s club with a well-rounded educational and social 
program, will prove a stabilizer for today and insurance for the future. The 
l‘oreman’s Club is coming back! 


PROMOTION FROM THE RANKS 


By G. I. MacLAREN 
General Superintendent, RCA Victor Division, Camden, New Jersey 


In this short statement of policy in regard to promotion from the ranks, 
the writer brings out the point that initative and the desire to get ahead 
on the part of the employee is fostered by the company and is a sirong 
factor in the selection of personnel to fill advanced positions. 


We HANDLE promotion from the ranks by endeavoring to interest the 

employee in advancement. From time to time letters are sent out, invit- 
ing employees who are fitted for better positions to write to me stating their 
qualifications. Upon receipt of replies from employees, interviews are ar- 
ranged, and an effort is made to place the employees in jobs for which they 
are best qualified and most interested. Often they are started along entirely 
different lines of work and trained until they are qualified for a better job. 

Many of our supervisors engage in outside training and studies, and we 
take great interest in this work, arranging meetings with the group to discuss 
the progress of the various individuals. We have different executives con- 
tact the men who are taking such courses; we find that in addition to the ad- 
vantage of securing individuals well grounded in our business, it materially 
improves the morale of the entire personnel. 

We have asked various supervisors to arrange a program whereby they 
can step up men from the ranks whenever an opportunity offers, especially 
during our peak production season. 

I find it good psychology to take advantage of the natural human desire 
to get ahead. It is better to do that than to force someone into a job to which 
he does not aspire. Whenever possible, I handle the selection of the indi- 
vidual personally, because I feel it is one of the most important phases of plant 
management. 

We have a follow-up system by which we trace the progress of each indi- 
vidual in a new position. We generally find that these employees elaborate 
on their training through home or night school study and we indicate our 
interest to them when they do so. 











EDUCATION AND TRAINING OF EMPLOYEES 


By L. A. APPLEY 
Supervisor of Training and Education, Socony-Vacuum Oil Company 


Responsibility for changes and improvement in employees rests with 
the supervisors and executives, Mr. Appley declares in this paper, which 
was presented before the District Personnel Officers’ Conference of the 
Farm Credit Administration in March. Too often, he says, one hears the 
statement, “I don’t have time to spend with my people. I do not have 
time to direct them as I would like to.” Executives in such a position 
should delegate some of the details that clutter their desk, Mr. Appley 
believes, instead of delegating the far more important job of sitting down 
and “talking it over” with the employees. 


WOULD like to make myself perfectly clear at the outset by stating that 

while education and training may not necessarily be the most important 
of all industrial relations activities, I do believe that all functions of indus- 
trial relations and personnel depend upon sound education and training in 
order that they may be most effective. 


INEVITABILITY OF CHANGE 

Dr. Douglas Brown of Princeton University has introduced an inter- 
esting phrase. He speaks of the “inevitability of gradualness.” He means 
that gradual change is inevitable and we cannot stop it; that human beings 
will naturally change without any effort on anybody’s part. However, he goes 
on to say that those who interest themselves in the matter can influence the 
change that does take place. 

Our particular interest, then, is in the difference between leaving change 
to chance, or seeing to it that, through some definitely planned, continuous, 
and organized method, the change is better than it would have been had it 
been left to chance. 


THE BOSS’S RESPONSIBILITY FOR CHANGE 

The responsibility for making this change is not that of the industrial 
relations department, of the personnel department, or of the efficiency expert 
or industrial engineer. It is the responsibility of each supervisor of individuals, 
whether he be the head of an organization with 50,000 employees under him, 
or a foreman out on the line with 10 or 15 men under him. He is the person 
responsib'e for the changes that take place in the people under his direction. 
His specific job is to insure that those changes are of the nature that should 
take place in those individuals, that improvement is shown, that progress is 
made, and that the whole situation is not left to work itself out unguided. 

Executives, supervisors, foremen, in all types of organizations, say, “! 
don’t have very much experience in that end of it,” or, “I do not have time to 
spend with my people, to direct them as I would like to direct them.” Why 
not? Because men in these positions often find their desks cluttered up with 
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daily duties to be performed. Day in and day out routine decisions have to 
be made and, as a result of all the time it takes, the actual direction of people 
has been delegated to others, or has been relegated to a position of secondary 
importance, or has been left to chance. If the boss must delegate something, 
should it not be some of the details, so that he has time to sit down with 
members of his staff and discuss their performance and methods of improv- 
ing that performance. 

The real responsibility for the change that takes place in people, then, lies 
with their boss. This is his primary function. 


THE PLACE OF THE TRAINING MAN 


Now, where does the training man come into this picture? The educa- 
tional and training man is trying to assist the executives and supervisors in 
the development of such methods as will improve the knowledge, the skill, the 
habits, and the attitudes of the employees. He should know training tech- 
nique and development methods. He should be in a position to advise on those 
subjects just as an operating man advises on distribution, a sales manager on 
sales techniques and methods, and an accounting manager on accounting. The 
training man advises and helps the management with the job of directing 
individual change and development in the organization. 


THE METHOD OF ENACTING A CHANGE 


If the management agrees that it is their responsibility to bring about the 
changes in the employees and to do it in continuous and well organized 
fashion, then the question comes up as to the best method. A very simple 
psychological truth is that if you wish to change people you have to change 
their habits. You aren’t going to change them with speeches. It will not be 
done with movies. It will not be done with text books. It will not be done 
merely with directions. Well-prepared, planned, and regular contact is a 
sure way to do it. It will be a continuous, long, and patient coaching process. 
(1) Job Analysis 

Step number one of the procedure would be a job analysis, a statement 
prepared by the boss with the employee in a private interview, or in group 
conference if several employees are doing the same job—a list of responsi- 
bilities, clearly stated, and the authority that goes with those responsibilities, 
so that it is understood what the boss expects. 

The technique we suggest is that the boss take at least half a day with 
each individual (or group) who reports directly to him and discuss with him 
his job, arriving at the job analysis. 

This written statement, in this particular connection and made up in this 
way, serves several purposes. The first purpose is to enable the individual 
to look at his own job to see if he is performing it as he should. Secondly, it 
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furnishes a basis of common understanding between man and boss. It is 
something they can talk about. Thirdly, it is a basis for the development 
work that is to follow. 


‘2) Standards of Performance 
(2) 


If we wish to change men, we want to change them toward a certain 
objective. So step number two is a statement of standards of performance. 
When is the job well done? One of the greatest builders of morale is to make 
it possible for a man to go home at night with the realization that he has 
done his job well. How is he going to know it is well done unless the man- 
agement gives him some indication of what well done is? 

Let us base our judgments on the performance in all functions of the job 
and not on just one or two. Let us have a common basis of judgment, so 
that boss and man at regularly assigned intervals may take each item of the 
job and arrive at a fair analysis of how well it has been done. 


(3) Rating the Employee and Improving His Work 

When you have standards of performance, the next step is to compare 
them with present performance. We know it in personnel work as rating. 
After the boss has analyzed the actual performance with the standard of per- 
formance and located the weaknesses, he discusses them with the man and 
suggests what can be done about them. 

A list of the helps and information necessary to bring performance up 
to standard can be made up. Technical information, information of a general 
nature, special information in connection with a particular function, or sub- 
jects of a broad educational nature, may be needed. 

Then sources for securing such information must be considered. The 
first source is the boss himself; the second is somebody else in the organiza- 
tion, a staff member, engineer, or someone specialized in the subject ; the third 
source is someone from outside the company who is brought in; and the 
fourth is an educational institution. 

Definite dates should be set long in advance for supplying the help and 
information, and regular intervals provided twice a month, or once a month, 
to sit down and talk about job performance—-not emergencies and complaints 
that have come up, but to think things through to a conclusion, 


ABILITIES NEEDED FOR TRAINING 

There are two abilities upon which the success of a training program 
depends: (1) The ability to interview people and (2) the ability to conduct 
discussions. Sometimes an executive is just as afraid as the man who comes 
in to talk over a personal problem. Supervisory people in the organization 
can be helped to interview people and question them more effectively in order 
to learn their thoughts—to get them to talk freely. 
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In many organizations, up until recent years, it has been the habit to 
give orders from the top down. One stratum tells the next and that stratum 
of supervision tells another, and so on down through the organization. The 
thought behind the ideas presented here is to promote consultation. Get the 
people together who are immediately under us and consult on problems. 
Surely the people doing the job know many factors affecting it which are 
unknown to the people who are directing them. 

Here is a concrete example: There is an accounting supervisor who has 
been meeting with his 14 clerks every other Monday afternoon to discuss 
respective responsibilities, standards of performance, and actual performance. 
They worked out a flow chart of the work, took the position descriptions and 
placed each person’s name opposite the various steps on the flow chart for 
which that person was responsible along with a statement of what he or she 
was to do. They began to analyze and to ask, what can we do to change 
our work and speed it up? As a result of those discussions, that little group 
of 14 clerks has made a recommendation to the comptroller’s department 
which I understand will save around $22,000 a year without putting any- 
body out of work. They simply re-routed and omitted a lot of duplication, 
and have turned out statistics more quickly, effectively, and accurately for 
the department. 


ORGANIZATION 

What is an organization? Do we exist for the sake of the organization, 
or does the organization exist for us? If we had one or two or a dozen peupie 
doing a job, they could work together very effectively without organization 
set-up or rules, but as you add people and activities, organization becomes a 
medium through which individuals may operate more effectively. When we 
allow organization to impede individual effectiveness because of its bigness 
and the way it operates, we are defeating its very purpose. 

Organization can be effective only according to the clarity with which it 
is set up and the completeness of everybody’s understanding of its operation. 
As one of our executives said the other day, “The milk of this whole cocoanut 
is‘ just human relations, and that is industrial relations, and that is good 
management.” 
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Aptitudes and Aptitude Testing. 


By Walter Van Dyke Bingham. 
Harper & Brothers, New York, 
1937. 390 pages. $3.00. 


Written in clear and readable style, 
thorough compilation and competent 


i) 


analysis of the measurement and theory 
of human aptitudes, Dr. Bingham’s 
new book is as fascinating as a novel, 
and as informative as the note-book 
which one might ideally hope to com- 
pile in a tour of all of the testing lab- 
oratories of the country. But one could 
not achieve such a book for oneself, 
for it would lack his rich, experience 
and able expression. The material of 
the investigations which he reports, he 
has reworked to show their relations to 
each other, and their values. He care- 
fully explains the concepts essential to 
any understanding or use of tests, yet 
avoids controversies which are not es- 
sential to the purpose of the book. Each 
concept and procedure he makes vivid 
to the reader by means of new and 
practical illustrations. His analysis is 
authoritative and brilliant. 

Explicitly, the book is written with 
the problems of the vocational adviser 
constantly in mind, and those of the 
person whom he is advising, namely, 
the person who is seeking an appro- 
priate place in the world of work. Im- 
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plicitly, it is written for the person who 
desires to use tests in the selection of 
workers as well. In treating these prob- 
lems, the author has not categorically 
answered questions. Instead, his pur- 
pose has been to supply “a background 
of understanding with regard to the 
nature of aptitudes, the fields of oc- 
cupation, and the theory of mental 
measurement.” 

The book is divided, accordingly, 
into three parts. Part I, dealing with 
the nature of aptitudes, discusses their 
relation to capacities, abilities, profi- 
ciencies, etc. It describes the way in 
which people differ from one another, 
and how these differences are ordinarily 
distributed, both in groups of people, 
and in each individual. The basic con- 
cept, underlying our whole interest in 
the measurement of aptitudes, is that 
these differences may be symptomatic 
of later occupational achievement. Part 
I discusses individual differences in in- 
telligence, in interest and in specific 
aptitudes, the bearing of these differ- 
ences upon past achievements, and the 
possibility that such differences may be 
measured accurately enough to serve 
as an approximate prediction of future 
achievement. 

Part II is an analysis of the world 
of occupations. Starting with a rapid 
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survey of various methods of classify- 
ing them, it soon turns to a discussion 
of the special talents required by cer- 
tain types of occupations. In this sec- 
tion, it seems to me, Dr. Bingham has 
accomplished one of his most illuminat- 
ing analyses in his description of the 
aptitudes required for manual labor, 
heavy and light, and his separation of 
these from the aptitudes required for 
the skilled trades. He points out that 
manual ability, contrary to the ordinary 
hasty opinion, is mot the primary requi- 
site of the craftsman, as it is of the 
semi-skilled worker. Rather, the chief 
of the craftsman 
in his craft knowledge, which in turn 


competence resides 
depends upon his mental ability. 

Tests of aptitudes for manual work 
and the trades are discussed, then clas- 
sifications of clerical work, and tests 
therefor, and then there follows an in- 
teresting discussion of the aptitudes re- 
quired for several of the professions— 
engineering, law, medicine, surgery, 
dentistry, nursing, teaching, music and 
art. 

Part III carefully covers the basic 
concepts and precautions of testing pro- 
cedure, and is a most timely and valu- 
able summary. Test selection, individ- 
ual and group test administration, and 
the interpretation of test performance 
are dealt with, almost, one might say, 
in measured cadence, so welcome is 
this very readable, but uncompromising 
statement. Under the present condi- 
tion of an awakened popular enthusiasm 
for tests for the selection of employees 
in industry, many a seeker for infor- 
mation by letter or interview will be 
referred to these pages for assistance. 

A generous appendix describing rep- 


resentative tests and interest schedules, 
and giving norms and directions for 
administration, completes the book. 

Reviewed by Millicent Pond, Em- 
ployment Supervisor, Scovill Manufac- 
turing Company. 


Compensating Industrial Effort, 
A Scientific Study of Work and 
Wages. By Z. Clark Dickinson, 
Ronald Press Company, New York, 
1937. 479 pages. $4.50. 

To students of industrial manage- 
ment and executives who are familiar 
with literature in this field, Professor 
Dickinson of the University of Michi- 
He has 


long been regarded by many as one of 


gan needs no introduction. 
the outstanding authorities on this sub- 
ject. 

“The problem of work-incentives,” 
says Professor Dickinson in his preface, 
“is broader than either mere money re- 
wards or physical production. Its sub- 
ject matter has application in three im- 
portant purposes: (1) the improvement 
of labor management, including the 
management of executives and salaried 
specialists, from the standpoint of pro- 
ficiency in production or other opera- 
tions; (2) promotion of the well-being 
of the human factors; (3) making fur- 
ther headway in the pure sciences con- 
cerned.” 

The importance of wages as one of 
the prime factors in maintaining har- 
monious industrial relations has long 
The 


technique of applying financial incen- 


been appreciated by employers. 


tives as a means of stimulating the em- 
ployee’s effectiveness and reducing op- 
erating costs has been developed greatly 
since the beginning of scientific man- 
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agement. But the tendency on the part 
of some industrial managers to regard 
a relatively high wage alone as a com- 
plete answer to their industrial rela- 
tions problems has continued. 

With the increasing emphasis that 
is being placed these days on the pub- 
lic relations phases of management, it 
elations 
One 


of the first essentials in a well-developed 


is only natural that employee 
should be carefully scrutinized. 
public relations program, as we all 
know, is harmony between labor and 
management. It is, therefore, an op- 


portune time for the appearance of 


book 


deals with many of the broader human 


Professor Dickinson’s since it 
aspects of compensation for both rank 
Many differ- 


ent methods of wage payment and types 


and file and executives. 


of incentives are described, but the au- 
thor goes beyond this point by placing 
these techniques in their proper human 
relation’s setting. 

A number of important changes in 
this field which have occurred during 
the years of severe business depression 
are discussed. Among these is the sub- 
stitution of straight-time payment in 
place of various types of wage incentive 
plans. Many employee stock-purchase 
plans have been scrapped or materially 
altered because of unfortunate situa- 
tions which developed when the stock 
market tumbled; the Federal govern- 
ment regulations with respect to hours 
and wages during the life of the Na- 
tional Recovery Administration; and 
the effect of these regulations on total 


earnings—these changes and_ others 
which we have experienced recently are 
carefully traced and analyzed. 

The author has made some gener- 
ous statistical samplings and collected 
a large amount of factual data directly 
from individual business organizations 
and Consequently, his 
treatment of the subject is thoroughly 


practical and it is enhanced by the ob- 


here abroad. 


servations and interpretations of one 
who has historical perspective and who 
eccupies a position where his view of 
the wood is not shut off by trees in the 
immediate vicinity. 

In organizing his material, Professor 
Dickinson has set up three broad topi- 
cal headings. The first one, labeled, 
“Human Nature at Work,” deals with 
the general theory of incentives, differ- 
ences in individual capacities and in- 
terests, and the considerations which 
should be given to instincts and learn- 
ing. 

Part two, “Wage Elements, Influ- 
ences, and Administration,” includes 


chapters on labor costs, wage-payment 


plans, measurement of task, job analy- 
sis, group wage incentives, etc. 

The last section contains an excel- 
lent discussion of employee-suggestion 
plans, profit-sharing plans, industrial 
copartnership, and nonfinancial incen- 
tives. 

I believe that executives and students 
alike will find much information that 
is up-to-date and helpful in this volume. 

Reviewed by Kenneth Andersen, De- 


partment of Commerce. 








